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4&1 values in MILLION U.S.g Exchange Rate as at August, 1972 
unless otherwise stated U.S. 1.00 = T.Shs. 7014 
% Change 
ITEM 1969 1970 197% 4970/1971 
INCOME , PRODUCTION, EMPLOYMENT 
GDP at Current Prices (end 1971) 1,058 1,151 1,219 + 529 
GDP at Constant (1966) Prices (end'71) 1,027 1,089 1,138 ¢ 48 
Per Capita GDP, Current Prices (1971) $ 84 $% 89 $ 92 + 304 
Plant & Equipment Investment (end'71) 68 113 131 + 16.3 
Indices: 1966 = 100 (end 1971) 

Industrial Production 148 132 445 + 140.0 

Average Manufacturing Wage 124 131 451 + 1523 

Personal Income (end 1971) per annum $527 $559 $ 587 + 520 

ax Employment ('000) (end 1971) 368 376 402 + 6.9 
MONEY AND PRICES 

Money Supply (December 1971) 215 252 305 + 24.0 

Public Debit Outstanding (June. 1971) 206 257 341 + 32.7 

(Out of which External Debt) (June'71) 123 T44 498 + 37.5 
Interest Rates (Com.Ind.Agr.) (1971) 64-10 63-10 74-10 + 15.4 
Retail/Whole Sales (1966 = 100) Index 121 134 444, + 7.5 
BALANCE OF PAYMENT AND TRADE 
Foreign Exchange Reserves (Dec.1971) 

(Bank of Tanzania's excld.SDRs) 716 56 Lp - 148.0 
Balance of Payments (end 1971) a a a - 
Balance of Trade (end 1971) + 12 = 59 = 103 + 75.0 (Deficit) 
Exports, FOB (end 1971) 251 259 279 . az 

U.S. Share 18 23 19 - 17-4 
Imports, CIF (end 1971) 239 348 382 + 20.1 

U.S. Share 12 23 45 - 3428 


Main Imports from Corn 1.7 million; Milk (Dry and Skimmed) 1.0 million; 
U.S. (1971) + neat & Maize Flour 0.6 million; Mineral Fuels 1.6 million; 
(In U.S.8) Construction & Mining Equipment 1.4 million; 
Surveying Equipment 0.3 million 


Sources: 
The Economic Survey (Annual) 1971-72 (CERP Pub.) 
Bank of Tanzania's: 
Economic Bulletin (Quarterly) March 1972 (CERP Pub.) 
Economic & Operations Report (Annual) June 1971 (CERP Pub.) 
E.A.Customs and Excise Annual Trade Report 1971 (Nairobi CERP Pub.) 
*# Avg.Employment Rate (%) Index 1964=100 105 107 BAA 
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SUMMARY 


Tanzania will be facing a period of financial 
austerity over at least the next year as she strives 
to bring her fiscal resources and development aims 
into line with each other. The country's economy is 
sound but its growth capabilities are limited. The 
Tanzanians are determined to achieve the maximum 
growth possible with their resources and have thus 
set up rigorous controls over imports, foreign 
exchange transactions, internal credit and government 
spending. The Tanzanian economy is an evolving 
socialist one and almost all major sectors have 
government participation in one form or the other 
although in many instances private firms still offer 
competition to the Government organizations. 


American businessmen seeking opportunities in 
Tanzania will generally find themselves dealing with 
one or another of the economic organizations of the 
government. Price and credit terms are a major 
determinant in purchasing decisions by these 
organizations and American generalized exporters face 
stiff competition from low cost producers. American 
exporters of specialized products (particularly 

mach? nery) should continue to find a market here. 

The Government hopes for expansion in the tourist and 
agricultural industries sectors and these areas 
should offer prospects for future sales. 
Opportunities for direct investment in Tanzania are 
restricted and such investment would almost 

certainly have to be undertaken as a joint venture 
with the Government. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Tanzania has been officially classified by UNCTAD as one of 
the 25 least developed nations in the world. The country 
has a basically rural economy with between 85% and 90% of 
the population engaged in subsistence agriculture. It is 
also almost completely dependent on agricultural export 
earnings to meet its foreign exchange needs. The country 
has been able to maintain an average net growth figure of 
around 3% over the past few years, but this figure has been 
achieved by a truly impressive mobilization of internal 
resources and substantial inputs from foreign aid donors. 
Over the past two years internal capital formation has 
accounted for between 20% and 25% of the GDP of the country 
and it seems unlikely that significantly greater internal 
inputs into the economy can be realized. There also does 
not appear to be much chance that there will be a major 
increase in the level of foreign aid donated to Tanzania in 
the near future. Thus it is unlikely that the country will 
see a marked improvement in its rate of growth over the 
next few years. 


Tanzania has had a remarkable history of political and 
social stability since independence and until two years ago 
the country had an equally stable economic history. 

However in late 1970 Tanzania's rate of growth began to 
strain her available resources and in order to maintain its 
growth rate and protect its foreign exchange reserves the 
Government has imposed a series of increasingly severe 
restraints on credit, imports, and the use of foreign 
exchange in general. The Government has also been forced 
to scale back the level of its own spending and in 1972/73 
for the second year in a row has found itself unable to fund 
any new major development projects. 


Tanzania is developing its economy and society through an 
egalitarian, socialist program. Not only are the major 
means of production and distribution controlled by the 
Government but these entities are also being used to limit, 
to the extent possible, the growth of income disparities 
within the country. Government and Party leaders are 
forbidden to have outside income producing positions or 
investments, sumptuary sales taxes are the rule rather than 
the exception, and the importation of luxury items (includ- 
ing private automobiles) is restricted. Opportunities for 
private investment by other Tanzanian residents have also 
been limited: nationalizations in the industrial and 
commercial sectors, the encouragement of cooperative move- 
ments and other "peoples' institutions" into the retail 
field, and legal ceilings and control on the value and 
ownership of private property have all been used to close 
off sectors of potential investment. The sum total of these 








efforts has been to reduce confidence in their future on 
the part of the small resident middle class in this country. 
As a result, over the past year there has been a steady 
shrinkage in the size of the private professional and 
business community in Tanzania. 


The primary vehicles for Government control of the monetary 
sector of the economy are a number of semi-public 
corporations known locally as "parastatals." The parastatals 
are involved in a wide range of activities ranging from bank- 
ing and insurance to heavy construction. Two of the largest 
of these firms are the State Trading Corporation (STC) and 
the National Development Corporation (NDC). The NDC is the 
arm through which the Government pursues its activities in 
the industrial field. The Corporation is the parent of a 
number of smaller specialized companies each of which has its 
own product. Many of the producing companies are joint 
ventures although in almost all cases the NDC owns the 
controlling share of the stock of the firm. There are a 
number of specified light manufacturing fields in which the 
Government allows private investment either with or without 
NDC participation. The Government insists that all other 
industrial development be controlled by itself. The STC was 
designed to control the import/export and wholesale trade of 
Tanzania. Approximately 95% of all imports into Tanzania 
are now on the account of the STC, the Government itself or 
one of the other parastatals. The structure of the STC is 
currently under review, reportedly in an effort to improve 
its efficiency. A proposed solution for the problems of the 
STC is a decentralization of the organization into a number 
of smaller corporations having responsibilities for the 
trade of specific geographical areas of the country. 


Tanzania is focusing more and more of its efforts on the 
development of agriculture. The Government has adopted a 

dual approach to this problem: in the first instance there is 
direct and traditional government intervention in the 

sector through the medium of cooperatives, marketing boards, 
subsidized state farms and other large size rural production 
units. The other approach to rural development is the Ujamaa 
Village concept. These “self help" villages have their 
nearest western equivalent in the Israeli Kibbutz although 

the Ujamaa principle also has significant roots in 
traditional African culture. The Government hopes to increase 
the productivity of the farmers living in these villages 
through the encouragement of communal efforts. Ujamaa 
villages have more ideological than economic significance here 
at the present time. 





Marketing of Tanzania's agricultural exports is in the hands 
of one or another specialized marketing board and 

purchases of these commodities from the farmers are managed 
through the medium of the cooperative movement, 


IMPLICATIONS FOR THE UNITED STATES 


In 1971 our trade with Tanzania declined although the drop 
in our sales figure here is somewhat illusory. The 1970 
figures were swollen by the addition of a DC-9 aircraft sold 
to East African Airways but registered in Tanzania. Given 
current foreign exchange and import limitations it is 
difficult to envisage any early dramatic increase in our 
trade with Tanzania. 


American businessmen seeking trade opportunities in Tanzania 
will almost certainly find themselves dealing with one or 
another government or parastatal organization. All of these 
organizations are price and term conscious and this puts 
American producers of generalized goods and particularly 
consumer items at a competitive disadvantage in the face of 
sales efforts from such low cost producers as Hong Kong, 
India and the People's Republic of China. The Chinese enjoy 
another advantage in this market as their sales to Tanzania 
are officially encouraged by the Tanzanian Government. 
Proceeds from such sales are applied against certain portions 
of a $201 million loan which the Chinese have given to the 
Tanzanians to finance a railway link between Dar es Salaam 
and Zambia. 


Manufacturers of specialized farming, industrial, and other 
machinery will continue to find a market in Tanzania although 
it is necessarily limited by sparce population, low income 
and a modest growth rate. The provision of goods and 
services to the tourist industry and to agricultural 
industries would also seem to offer prospects for future 
sales in this country. Any large scale enterprise, however, 
would likely have to be carried out in conjunction with the 
Government or a parastatal organization. 


Many businessmen are unaware of the opportunities which are 
open to them under the regulations of the various inter- 
national aid and development organizations which generally 
require international tendering. Distance and freight 
differentials often discourage American suppliers from 
responding to these tenders. However, American specialized 
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products, particularly in technical fields such as road 
construction, enjoy a high reputation here and their supply, 
both through the purchasing departments of the various 
Ministries of the Tanzanian Government and through the 
medium of international tendering, could be a profitable 
opportunity for American business. 
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